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REVIEW 





Wwut with Europe in flames, a national 
election getting into full-throated cry, 
and a hot situation developing in both base- 
ball leagues, our little Whither, Whither De- 
partment is strained this month to its very 
capacity. We respond to the times with a 
thought-provoker by James Truslow Adams, 
whose profession is thinking and writing 
about things that most ordinary folks haven’t 
time to think about. In effect, Mr. Adams 
says that things are pretty grim. It’s not so 
much the homicidal binge that the world has 
entered upon, but the awful headache we’re 
going to have the morning after. The 
“Haves” will suffer terrible things at the 
hands of the “Have-Nots”; our wealth is 
going to be distributed more widely, and 
there is going to be less of it produced; and 
our standard of living (or of high living) is 
going to vanish. For all that, however, 


‘Mr. Adams believes that we'll be a better 


and happier people in the world of tomorrow. 
(War Is Changing the Social Structure, 
page 205.) 


(THE pause for the thought that refreshes 
this month is a piece that involves smells 
and smelling. It’s by Ray Giles, and it asks: 
Does Your Product Smell Bad? — a 
friendly, personal inquiry, a little blunt but 
not intended to be impertinent. Mr. Giles 
does not give much hope to the product af- 
flicted with B. O. He points out that we 
have a growing population of people with 
over-sensitive sniffers to whom malodorous 
products are anathema. Separate your 
product from that nasty odor of glue, dead 

h, and rancid oil, and it will immediately 
burgeon with new life. For our part, how- 
ever, there’s nothing like paint that smells 
like paint. 


W HEN you get all the people in one com- 
pany to speak up through a suggestion 
system, then you’ve got something! Sugges- 
tion systems are not a new idea by any means, 
but they are certainly one of the old ones 
that ought to be used more freely. Read on 
page 221 about the one that’s used at the 
Commonwealth Edison Company in Chicago. 
(Edison Suggestion System.) 
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Current Comment 


MANAGEMENT AND GOVERNMENT 


By W. L. BATT 
President, SKF Industries, Inc. 
Chairman of the Board, American Management Association 


“A 

CONTENTED citizenry is the result of 
good industrial management.” These are. the words of a distinguished 
English Parliamentarian many years ago—and more than ever before, they 
apply now. The spectre of unemployment hangs over millions of men and 
women (out of deference to Dorothy Thompson and Arthur Krock, I shall 
not attempt to say how many millions), and a Government—certain as to 
disease but uncertain as to cure—attempts one remedy after another. The 
blame has been put upon business, and between Government and Business 
there has risen an atmosphere of suspicion and conflict. 


What is management to do about it anyway? Some say the best thing is 
to sit tight and wait for the storm to blow over; a good many people look with 
confidence to this November, feeling sure that all will be well again then. 
With a new President in the White House, they see objectionable laws like 
the Wagner Act promptly repealed, and the country once more on a sound 
financial basis, with reduced taxes and a balanced budget. With a little en- 
couragement these same people can see the SEC repealed, the Wages and 
Hours Act removed, and most of the troublesome pieces of legislation out 
of the way. 


Others say that, instead of sitting tight and doing nothing, Business had 
better fight back at Government, make a frontal attack on its enemy on the 
theory that the best defense is a strong offense. A good many business leaders 
have followed that policy. 


Before drawing any conclusions, perhaps we should be a little clearer as 
to what we mean when we use the terms Business and Government. Govern- 
ment means much more than the Great White Father at Washington—we 
all know that, of course, but we sometimes overlook the fact that we have 
state and municipal government too. We have legislative, administrative and 
judicial government. Government is as diverse as the people whom it rules, 
from the sharecropper and the okie of the South to the apple-grower of the 
Northwest and the New England mechanic, and certainly Government which 





An address before the Industrial Relations Association of Philadel phia. 
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represents these far separated interests will not be homogeneous or always 
consistent. 


On the one hand today we have an anti-trust policy which seeks to break 
down monopoly, and at the same time such contradictory pieces of legislation 
as the Guffey Coal Act, which is, of course, monopoly itself. At one time 
the National Industrial Recovery Act promised to be the solution of most 
of our economic problems, but now, soon after, we are actually prosecuting 
some of the very groups which NRA had set up. We don’t stop to recognize 
that these spasmodic and inconsistent programs grow out of the shifting 
needs and emotions of the people, and remember that a democracy, existing - 
by the votes of the governed, will behave like a chameleon if it thinks that 
is what it needs to do to hold the job. 


And what is Business? Is it only the great corporations like General 
Motors, or U. S. Steel, or the Pennsylvania Railroad? If you have followed 
the TNEC or read the recent product of the National Planning Board, ‘The 
Structure of the American Economy,” you might conclude that America is 
run by these comparatively few large corporations so frequently named in 
the public print. But it is important not to overlook the fact that there are 
seven million small business men in the country, and each of them has a 
vote. They need Government help and they frequently insist upon it. The 
trend of much of our business legislation for the last few years, particularly 
that which has to do with the price maintenance of trademarked goods, pro- 
tection from chain-store competition, etc., has come from the pressure of 
Small Business. It should be apparent that Business has no single set of 
needs and no uniform policy can be developed to meet'its problems. Big 
Business of course is more likely to be able to hold its own over any long 
period and is not so quick to ask for help from Government. And yet it is 
interesting to note that the investment by Government in highways and air- 
ports—absolutely essential to the automotive and aircraft industries—is con- 
siderably larger than the investment by private enterprise in the production 
of automobiles and airplanes. 


Danger of Frontal Attack 


I wonder if Business is wise when it proposes a frontal attack on Govern- 
ment. Who is going to make that attack, Big Business or Small Business, 
and who is to determine the direction? What is the reaction of the public 
when it sees Business fighting Government? And is“it safe to sit tight, 
doing nothing and only waiting for a change in administration? That might 
not happen, you know. 


Would it not be the part of wisdom for Business to begin at home to 
clean house so thoroughly that there would be no dirt for Government to 
dig up; by its record of performance to win back the confidence of the public 
that the American way is the desirable way, that the system of free enterprise 
and business for profit is the system we want, because it offers the most for 
us, the American people? 


I should like this election to be one in which the candidates were clearly 
on record on one or the other side of this fundamental fence; where such 
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issues as more Government planning, criticism of technological contributions, 
more regimentation of Business, unlimited use of Government credit—all 
pointing directly toward totalitarianism—were on one side, as against those 
of free enterprise on the other. Unfortunately, we rarely find candidates for 
high office putting themselves so clearly on record, or if they do, being 
bound by that record when in office—but these are the issues which are 
fundamental to the welfare of the American people. 


For it appears to me that we are on the threshold of a fundamental and 
far-reaching determination, Whether the future of this country holds in store 
for us and our posterity a free and competitive form of economy and of 
government, or whether it holds in store a system of government ownership, 
government control and central authority, depends, in large measure, on 
what is taking place now and on what may occur within the relatively near 
future. 


Capitalism at the Crossroads 


The symptoms are so severe that there are many who resign themselves to 
the position that the competitive, capitalistic system of private property is 
doomed, and that there is no use indulging in wishful thinking that it can 
continue. At the other extreme, there are those who close their eyes com- 
pletely to recent political and economic developments, here and throughout 
the world, and who refuse to give any consideration to the possibility that 
our system of private property may be threatened. To these must be added 
those who stubbornly refuse even to consider that any correction in our 
system may be necessary. 


If our system is to be preserved, I am convinced that some of our atti- 
tudes toward today’s problems must and will undergo change. Let us look 
at some of the more immediate ones in a little detail. 


Obviously one of the first will be the labor problem. Now, in the old 
days, when the system of individual enterprise was in its prime, a man 
worked when he would, for whom he would, and sold his services for what 
they would bring. If he was more capable or willing to work harder, he 
expected to earn in proportion; if he had less ability or wasn’t interested in 
work, then he didn’t expect help. The poorhouse and the potter’s field were 
familiar institutions to him. 


From the emplofer’s point of view, things were simple. Men were hired 
when they were needed and fired when they weren’t; the foremen’s employ- 
ment manual was all too frequently summed up in the words, “Pay ‘em 
well—treat ’em rough—tell ’em nothing.” 


Of course, there were sympathetic and considerate employers, but it is 
important to note that they were sympathetic and considerate by choice, not 
by necessity. If they paid high wages and provided unusually favorable 
working conditions, it was because they thought it paid to do so, or they felt 
better running that kind of a business. 


They didn’t think much of labor unions, and the idea of their employees 
needing or wanting the institutions of collective bargaining smacked of some- 
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thing foreign and undesirable—in the nineties, of anarchy; in the teens of 
this century, of bolshevism. 


When the Wagner Act came along, it was thoroughly disliked, and some 
of us did all we could to nullify its operation. Its unwise and unstatesman- 
like administration—as obvious to friends as to enemies—gave ground for 
hope that it might soon go the way of NRA either as being unconstitutional 
or unsupported by public sentiment. 


The organizers in labor’s ranks have quite naturally met that resistance 
with such force as they were able to muster—frequently unwisely, sometimes 
with violence. Too rarely have both sides met the issue with long-range 
vision, with patience and tolerance. 


For what it may be worth, I give it as my judgment that collective bar- 
gaining as a guaranteed right of labor is here to stay. I hope the Wagner 
Act may be modified to eliminate its demonstrated inequities, and the poli- 
cies of the National Labor Relations Board reconstituted, but I do not think 
the Act will be repealed. 


How fast unionism as the force to implement the collective-bargaining 
principle for labor is to grow, will be considerably influenced by our attitude 
as employers. If we do for labor all that can wisely be done—if we treat 
labor as a force to be fairly reckoned with in the disposition of the customer's 
dollar—if we convince labor that no outsider can have that real consideration 
for its welfare that the employer can, and demonstrate that interest in a 
human way—then the labor organizer will have his work cut out for him. 
But the employee will have to be convinced that we honestly agree with his 
right to be free from unfair discharge, his right to bargain collectively, his 
right to belong to a union if he wants to. When he believes that zs the 
policy of his employer, I have faith that eventually he will insist that his 
fellow workman and himself act squarely in return. 


By and large, the American workman is nobody's fool; he can be misled 
for a while, but in the long run he can be depended on to come to a sound 
conclusion. He will come to that conclusion, however, by the persuasion of 
fairness, by patient example, by tolerance and mediation—not by legislation 
and not by force. 


New Concept of Property Rights 


It seems to me inevitable that the pendulum will swing still further’ in 
the direction of security for labor. To the extent that this is not provided 
voluntarily by private enterprise, it is likely to be provided by legislation or 
judicial interpretation. The recent decision of the United States Supreme 
Court in requiring the Rock Island Railway to take care of labor displaced in 
a consolidation of services is an example of the willingness of the courts 
today to recognize the proprietary interest of labor in its job. This is a new 
conception of property rights, and the implications of such a decision are 
far-reaching. 


It may well be, therefore, that management will actually preserve the 
fundamental principle of private property if it does everything it can to see 
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that as many people as possible have more property of their own—not alone 
buildings and ground, but automobiles and radios and jobs. 


“This is my machine—my bench—my desk” implies some measure of 
pride and possession, and if the element of responsibility can be tied to the 
holding of a job, I am not too much concerned over this new concept of 
property rights. But, so that no one shall construe this as a justification for 
such excesses by labor as we have sometimes seen, let me point out that the 
possession of a property right does not mean its uncontrolled use. Try to 
burn your own house, use your own automobile to the danger of your neigh- 
bor, leave your own mangy dog to die by the road, and see what society does 
to you. 


The possession of property is the surest guarantee of its better use, and 
the more sure labor is in its job the better it is likely to treat that job. This 
is not “parlor pink” philosophy but plain common sense, 


In influencing the direction of the relations between management and 
labor, there is a factor which is likely to exert continuously greater pressure— 
the attitude of the public. We have lately seen in several states evidences 
of public antagonism to the unreasonableness of labor's demands, and this 
may be counted upon as a corrective force of growing magnitude. It will 
determine the attitude of local law-enforcement agencies and, in the long 
run, the trend of state and national legislation. 


Labor Curbs in Britain 


The widely quoted British Trades Disputes Act, curbing the power of 
British labor which had been a century in the building, was a direct result 
of the general strike of 1926, and the positive answer of an outraged public. 
To those who are discouraged by the seemingly continuous conflict in the 
labor field, the hundred-year experience of England may be illuminating. 


But, over the last ten years, we have had painful proof that this deter- 
mination of the public to assert its interest cuts both ways, for there is no 
doubt in my mind that the considerable loss of confidence in business came 
about because the man in the street felt business had let him down. And if 
he gets the idea that our criticism of the Wagner Act, the Wages and Hours 
Act, and similar legislation is due to a selfish interest and to a desire to take 
advantage of labor, then we can be prepared for legislation far more stringent 
than anything we have seen so far. 


Let us not forget that, after all, this Government of ours is not something 
of another world—we put it where it is, and it belongs to us. When we 
don’t like the things it does, we have several remedies, most of which we 
rarely use. As individuals, we can write to our representatives expressing out 
views. If you don’t think that carries weight, go into any Senator’s office in 
Washington, particularly at a time of national controversy, and see the careful 
analysis being made of letters from constituents. They carry real weight. 
Each of us has a circle of immediate influence in his community—there we 
can affect the thinking of others. Of course, our company connections afford 
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: management more obvious and larger-scale opportunities for influencing 
public thinking—not as the propagandist but as the trustee of the consumer, 
the employee and the investor. 


One way of showing the public what industry means to it is to picture 
the part of a single industrial plant in any neighborhood, 


Industryville, U. S. A. 


Let us assume a theoretical community centering around a small factory 
of 150 employees. Now, with the proportions that exist over the United 
States, we shall find the following amazing picture of its needs: The factory 
itself will have an investment in plant and equipment of a million dollars. 
The annual factory payroll will run to $180,000, providing direct support 
for 600 people. The entire working population of the community is 650 
people. There are 33 retail stores, 320 automobiles and the service to go 
with them, 393 homes, and a schoolhouse of 22 rooms. Two dozen pro- 
fessional men will find opportunity in Industryville. Fifty-three thousand 
dollars is paid annually to the railroads. The town uses farm products from 
6,600 acres. There’s a total taxable valuation of two and one-half million 
dollars. Retail sales reach over half a million dollars. And throughout 
Industryville, in the course of a normal year, the almost unbelievable sum of 
seven million dollars of check and cash payments is completed. All this 
from a single small unit of manufacturing industry. 


We have not thoroughly persuaded the man in the street that he and his 
Government must provide an atmosphere in which industry can thrive and 
make that great contribution to his existence, to his comforts and luxuries, 
of which it is capable. Words won't convince him, but performance will. 


At the outset I spoke of unemployment as one of the big problems of 
management. Let me emphasize that manufacturing industry is not so much 
. at fault here as most people think. In September, 1929, it employed 
11,367,000 people; in September, 1937, 11,308,000—only 59,000 less! Of 
. course, some of those who had come of working age during that period 
: would normally have gone into industry if more jobs had been available; 
3 perhaps it is reasonably close to conclude that the unemployment in manu- 
facturing industry in September, 1937, was in the order of 1,000,000. But 
this is only a fraction of what the man in the street has been inclined to 
lay at our door. 


The Machine Under Fire 


Another matter which must concern us is the danger of increasing pres- 
sure to restrict technological improvement. This would be fatal. Our vital 
need today is for a larger national income, more goods at lower prices, better 
| goods, new goods—and these can come only as a result of more research 
| and technology. Through the supervisory force, and particularly the fore- 
man, management should make every effort to show this picture to its 
employees so that they will not turn to restriction of new ideas as a cure 
| for unemployment. 
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Another of management’s problems has not had much attention; this is 
the question of regularity of employment for hourly wage employees. Most 
of our thinking and discussion has centered around wage rates, and strike 
after strike has kept men out of work for days and weeks over an argument 
for a few cents more per hour. What pays the factory employee’s bills at 
home is what he carries home in his pay envelope per week and per year, and 
the maximum possible yearly income can only be the result of regularized 
employment. Some few consumers’ goods concerns—soap, shoes and the 
like—have done a remarkable job in this direction, and the automobile in- 
dustry has for several years and with increasing success been attempting to 
level out its production. 


~ But for industry generally it has seemed to be an almost impossible 
objective. I still think something worth while cari be accomplished if each 
of us will look just at his own business to see what he can do to provide 
more regular work. In some cases, it is possible and safe to build up inven- 
tories in slack times; in others, some work-sharing may be practicable; plans 
for employee overdrafts to be repaid in busier times are being tried. The 
point is that every concern which succeeds in leveling to any degree its own 
production becomes to that extent a steadier purchaser and contributes that 
much to regularizing someone else’s production. One thing we can all do 
is to be more reasonable in our planning and purchasing requirements as they 
affect our suppliers. 


Let me leave this subject only with the suggestion that it is a Number 1 
job of management, and the extent to which more regularized employment 
is provided will be a direct measure of labor’s satisfaction with its job. I 
am not nearly so much concerned with the menace of the “isms’’ or with the 
Browders and the Kuhns as with the certain reactions of men out of work. 
Because irregular employment is our Number 1 danger, it is our Number 1 
job. 


Business alone can save the private poet system and check the trend 
toward totalitarianism. But, in my judgment, to do that it must shift its 
emphasis from a defense to an aggressive offense—not the usual character of 
offense, however, but a constructive offense. For its regular habit of attack- 
ing government, it will positively try to make more friends by turning toward 
its own self-improvement, toward talking about and doing those things which 
the public will like—better products at lower prices, more flexible prices to 
meet the buyer’s changing pocketbook, better relations with labor, better 
behavior as a neighbor in the community. Such policies will find a receptive 
attitude where it does the most good—in local groups of business men— 
with the employee in his home. 


For us as management to hold such views doesn’t mean we're turning 
pink or selling out; it only means that we are determined to assert the lead- 
ership which belongs to us—to win back whatever public confidence we may 
have lost—to show the American people that its greatest good lies, not down 
the road of more and more control by Government, but down the road of 
Private Enterprise. 





The Management Review 











Ts woY wT Sees! eS OU ~~ VEE ew 


. 


ew 











THE MANAGEMENT 


INDEX 





General Management 


War Is Changing the Social Structure 


N a world so full of uncertainties as 
that we are dwelling in today, it 
may well seem almost absurd to 

try to point to any fundamentals 
which appear to be at least reasonably 
certain, and, as a historian, dealing 
chiefly with the past, I am very far 
from ignoring the dangers of, attempt- 
ing to prophesy. 

However, I think that one of the 
outstanding certainties of our present 
situation is that after this war, how- 
ever it ends, our political, economic 
and social lives will follow quite 
different lines from those of the past. 
Whatever happens, we must make up 
our minds to that and be prepared for 
great changes instead of dreaming of 
going back to the former world. There 
will be no return to “normalcy.” 

The mass of the population has 
come to possess increasing political 
power. They are demanding a con- 
stantly higher standard of living. Busi- 
ness has fostered this urge by produc- 
ing goods for a mass consumer 
market and by convincing the public 
through advertising that they need 
these products of industry. 

When the standard of living does 





not improve fast enough to satisfy 
these demands, the “have-nots” possess 
the political power to force concessions 
from the “haves.” With the enormous 
losses of this war, there will probably 
be a lower standard for all, but those 
who have the votes will strive to main- 
tain their economic position by de- 
manding a greater share of the na- 
tional wealth. This is what has been 
happening since the World War and, 
whether we like it or not, this is the 
outlook for the future. 

Another point: If we are inevitably, 
if disappointedly, tending toward a 
wider distribution of a decreasing na- 
tional wealth, we are also tending to- 
ward ever increasing uncertainty as to 
investments, due not merely to taxation 
but to the increasing tempo of life. 
The first million years or so of man’s 
life saw but few inventions. Gradual- 
ly the tempo speeded up, but it has 
become fabulous in the past half cen- 
tury. Every new invention marketed 
may mean not only a new industry but 
also the death, slow or sudden, of an 
older one. Everything is combining to 
undermine the possibility of building 
up a permanent estate—the changes in 
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industry, the shifts in taxation, the 
bonds now issued to be called any 30 
or 60 days, the lowering interest rates, 
and so on. 


We thus have several forces at work 
to prevent persons from building up 
reserves for their own old age or to 
pass on as fortunes, small or large, to 
their families. I do not think we shall 
see the end of capitalism in our day, 
but the desire and incentive to accumu- 
late capital are diminishing at the 
same time that the masses are insisting 
on their right to confiscate it. These 
two forces working simultaneously 
may well, in another generation or 
two, have profound influences on our 
whole political, social and economic 
outlook. 


Still another point is that, however 
this war ends, we are practically cer- 
tain to be entering on a period of 
enormous world waste and expendi- 
ture for armaments. Whoever wins 
the war will have to keep heavily 
armed; those who lose will be taxed 
for the conquerors’ arms; those who 
may have been able to avoid partici- 
pation will have to arm as never be- 
fore for defense. This will transfer a 
large part of what may be left of world 
capital to non-productive from produc- 
tive uses, and have its lasting effect on 
taxation, on industry, and on living 
standards. 


In the past, certain highly privileged 





classes, as in the feudal and other ages, 
have rendered services as well as en- 
joyed privileges, but when they have 
ceased to do the former they have 
slowly or suddenly been swept away. 
There is much bunkum talked today 
of “service,” but there are still services 
to be rendered. The new masses, how- 
ever, are likely to sweep away those 
whose services they have ceased to be- 
lieve in, and unless they who can ren- 
der them as leaders in business or pub- 
lic life can demonstrate to the masses 
that they comprehend what they are 
and are willing to lead on new paths, 
other leaders may be chosen, and the 
old will be deposed. 

We need not end on a note of com- 
plete pessimism if we try to think in 
terms of humanity rather than of our 
individual lives. The human animal 
is not only tough but he also has in 
him the seed of a progressive develop- 
ment as none other has or ever has 
had. In the aeons of past ages, all 
sorts of creatures on the earth have 
developed, stopped or disappeared. 
Only man has continued his onward 
career. In spite of the pain of our 
personal adjustment, and the horror 
of the nightmare through which we are 
passing, the World of Tomorrow may 
prove a better and happier one for 
future generations than that to which 
we ourselves now look back with long- 
ing. By James TrusLow ADAMs. 
Barron’s, June 10, 1940, p. 3:1. 





> To mark the 10th anniversary of its move from Chicago to Barrington, Ill., 
Jewel Tea Co. distributes a $21,000 payroll in new silver dollars. As employees 
spend them, merchants are reminded of Jewel’s economic impértance in the town. 
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The Engineering Approach to Management 


HE business executive of today, 

in whatever field of enterprise he 

may find himself engaged, is 
faced with the necessity of making a 
new interpretation of management. 


If he wishes to survive and to per- 
petuate his organization, he must first 
of all realize that, with regard to man- 
agement, business and industry are 
dealing with what is essentially an en- 
gineering problem and that therefore 
the engineering approach in seeking 
an effective solution is the one to 
which preference must be accorded. 


What is the engineering approach? 
I cannot summarize this in any better 
way than by stating that it rests upon 
thoroughgoing analysis of existing 
conditions, and the planning, organiz- 
ing, coordinating and controlling of 
all the factors which have a bearing 
upon the success of the enterprise. 


In this connection, outworn patterns 
must give way to new devices and con- 
cepts, adjusted to modern conditions. 
In particular, a formula for measuring 
the problem of How big is too big? 
must be employed and its logical im- 
plications observed with the highest 
degree of fidelity. 


The chief essential is that the tech- 
niques of management be thoroughly 
understood and successfully applied 
and that, in face of the present ex- 
tremely complicated conditions, at- 
tributes of simplicity be introduced 
and adhered to. 


I have said that a formula must be 
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employed. Let me offer the following 
as at least worthy of consideration: 


(1) Each individual unit should care- 
fully consider its organization 
structure from the standpoint of 
establishing the minimum func- 
tions necessary for the conduct of 
the business. 


(2) These functions should then be 
grouped in such a manner that 
the minimum of “top” organiza- 
tion is arrived at. 


(3) Determination of the first two 
items should be entirely without 
consideration for personnel or the 
building of jobs around individu- 
als. If individuals must be cared 
for, let this be entirely separated 
from laying out a minimum or- 
ganization plan. 


(4) After settling upon an_ ideal 
minimum organization setup, pick 
the very best men to fill the jobs 
provided for. 


(5) Equip each function with a com- 
plement of personnel fitted to 
operate the function at the present 
level of business. 


(6) Where feasible, shrink manufac- 
turing operations into as small an 
area as possible. Large plants 
with massive process equipment 
can do little. Large plants with 
functionalized machining equip- 
ment can do little more than the 
process plants, but yet can often 
segregate whole sections from 
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industry, the shifts in taxation, the 
bonds now issued to be called any 30 
or 60 days, the lowering interest rates, 
and so on. 


We thus have several forces at work 
to prevent persons from building up 
reserves for their own old age or to 
pass on as fortunes, small or large, to 
their families. I do not think we shall 
see the end of capitalism in our day, 
but the desire and incentive to accumu- 
late capital are diminishing at the 
same time that the masses are insisting 
on their right to confiscate it. These 
two forces working simultaneously 
may well, in another generation or 
two, have profound influences on our 
whole political, social and economic 
outlook. 


Still another point is that, however 
this war ends, we are practically cer- 
tain to be entering on a period of 
enormous world waste and expendi- 
ture for armaments. Whoever wins 
the war will have to keep heavily 
armed; those who lose will be taxed 
for the conquerors’ arms; those who 
may have been able to avoid partici- 
pation will have to arm as never be- 
fore for defense. This will transfer a 
large part of what may be left of world 
capital to non-productive from produc- 
tive uses, and have its lasting effect on 
taxation, on industry, and on living 
standards. 


In the past, certain highly privileged 





classes, as in the feudal and other ages, 
have rendered services as well as en- 
joyed privileges, but when they have 
ceased to do the former they have 
slowly or suddenly been swept away. 
There is much bunkum talked today 
of “service,” but there are still services 
to be rendered. The new masses, how- 
ever, are likely to sweep away those 
whose services they have ceased to be- 
lieve in, and unless they who can ren- 
der them as leaders in business or pub- 
lic life can demonstrate to the masses 
that they comprehend what they are 
and are willing to lead on new paths, 
other leaders may be chosen, and the 
old will be deposed. 

We need not end on a note of com- 
plete pessimism if we try to think in 
terms of humanity rather than of our 
individual lives. The human animal 
is not only tough but he also has in 
him the seed of a progressive develop- 
ment as none other has or ever has 
had. In the aeons of past ages, all 
sorts of creatures on the earth have 
developed, stopped or disappeared. 
Only man has continued his onward 
career. In spite of the pain of our 
personal adjustment, and the horror 
of the nightmare through which we are 
passing, the World of Tomorrow may 
prove a better and happier one for 
future generations than that to which 
we ourselves now look back with long- 
ing. By James TrusLow ADAMS. 
Barron’s, June 10, 1940, p. 3:1. 





> To mark the 10th anniversary of its move from Chicago to Barrington, IIl., 
Jewel Tea Co. distributes a $21,000 payroll in new silver dollars. As employees 
spend them, merchants are reminded of Jewel’s economic impértance in the town. 
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The Engineering Approach to Management 


HE business executive of today, 

in whatever field of enterprise he 

may find himself engaged, is 
faced with the necessity of making a 
new interpretation of management. 


If he wishes to survive and to per- 
petuate his organization, he must first 
of all realize that, with regard to man- 
agement, business and industry are 
dealing with what is essentially an en- 
gineering problem and that therefore 
the engineering approach in seeking 
an effective solution is the one to 
which preference must be accorded. 


What is the engineering approach? 
I cannot summarize this in any better 
way than by stating that it rests upon 
thoroughgoing analysis of existing 
conditions, and the planning, organiz- 
ing, coordinating and controlling of 
all the factors which have a bearing 
upon the success of the enterprise. 


In this connection, outworn patterns 
must give way to new devices and con- 
cepts, adjusted to mcdern conditions. 
In particular, a formula for measuring 
the problem of How big is too big? 
must be employed and its logical im- 
plications observed with the highest 
degree of fidelity. 


The chief essential is that the tech- 
niques of management be thoroughly 
understood and successfully applied 
and that, in face of the present ex- 
tremely complicated conditions, at- 
tributes of simplicity be introduced 
and adhered to. 


I have said that a formula must be 
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employed. Let me offer the following 
as at least worthy of consideration: 


(1) Each individual unit should care- 
fully consider its organization 
structure from the standpoint of 
establishing the minimum func- 
tions necessary for the conduct of 
the business. 


(2) These functions should: then be 
grouped in such a manner that 
the minimum of “top” organiza- 
tion is arrived at. 


(3) Determination of the first two 
items should be entirely without 
consideration for personnel or the 
building of jobs around individu- 
als. If individuals must be cared 
for, let this be entirely separated 
from laying out a minimum or- 
ganization plan. 


(4) After settling upon an_ ideal 
minimum organization setup, pick 
the very best men to fill the jobs 
provided for. 


(5) Equip each function with a com- 
plement of personnel fitted to 
operate the function at the present 
level of business. 


(6) Where feasible, shrink manufac- 
turing operations into as small an 
area as possible. Large plants 
with massive process equipment 
can do little. Large plants with 
functionalized machining equip- 
ment can do little more than the 
process plants, but yet can often 
segregate whole sections from 
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actual use and by some maneu- 
vering can often put them on 
“idle capacity” basis. 

(7) By all means, keep up the activity 
of research and development. Do 





not retard progress of the arts 
just because active production is 
languishing. 
By Harry A. Hopr. Boston Business, 
April, 1940, p. 30:2. 


Social Security and Labor Mobility 


HE probable effects of the social 

security program upon mobility 

of labor must be analyzed in the 
light of the amounts and kinds of mo- 
bility in the American labor market 
and of the conditions which determine 
mobility. 

The American labor market is only 
beginning to be explored. Neverthe- 
less, six propositions may be safely 
asserted concerning the mobility of 
labor: (1) The majority of the work- 
ing population are relatively stable 
and do little moving either between em- 
ployers or places and probably be- 
tween occupations; (2) the amount of 


movement in the labor market is large, © 


and, indeed, is much larger than is 
generally suspected; (3) the amount 
of movement from employer to em- 
ployer and from place to place is de- 
clining; (4) the character of move- 
ment has been changing from a volun- 
tary to a forced movement; (5) the 
obstacles to movement between em- 
ployers are increasing; (6) changes in 
managerial policy and the spread of 
unionism are tending to increase the 
proportion of layoffs that are tem- 
porary rather than permanent, to re- 
duce the proportion of casual work, 
and to sharpen the distinction between 
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regular and temporary employers. 

An appraisal of the impact of social 
security legislation upon mobility and 
enterprise leads to the following gen- 
eral conclusions: 

1. About one-fifth of the labor sup- 
ply is mobile and works for more than 
one employer in the course of the year. 

2. Despite the fact that the amount 
of movement in the labor market is 
considerably less than in prewar times, 
it is probably excessive. It is exces- 
sive in the main because it is forced 
and represents organization of work 
to an uneconomical extent upon a 
casual basis, but partly because much 
of it is uninformed. 

3. The excessive amount of inter- 
mittent employment creates a strong 
prima facie case in favor of experience 
rating. This does not mean that spe- 
cific experience-rating provisions in 
existing legislation are well conceived. 

4. The old-age provisions of the 
Social Security Act tend to break down 
barriers to movement—a desirable re- 
sult. To some extent their effect will 
be counteracted by the old-age assis- 
tance plans which are based upon re- 
sidence requirements that should be 
altered. 

5. Unemployment insurance is not 
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rts likely to affect the mobility of most of time its effect upon interest rates will 
: ts the covered workers because the great - be negligible. In the area of compe- 
majority who qualify for benefits have titive wage determination, the payroll 
238 attachments to particular employers tax will move the demand curve for 
288, , 
which discourage them from moving labor to the left. To a small extent the 
and because the duration of benefit payment of benefits will also move the 
payments is short. To some extent, supply curve of labor to the left. This 
however, unemployment benefits may will affect new enterprises far more 
discourage movement by encouraging than existing ones. 
workers to remain on the chance that 7. The social security program will 
Ts. more or less indefinite reemployment increase the bargaining power of trade 
ial opportunities may become realities. unions and tend to reduce the interest 
nd This is likely to be a good result in a of unions in the effect of their wage 
n- majority of cases. policies upon the volume of employ- 
6. It is unlikely that the incidence ment. It will tend to increase the rate 
ip- of the payroll tax in the long run will of discovery but to reduce the propor- 
an be broadly diffused throughout the tion of discoveries that are worth ex- 
ar, economy by higher costs which will ploiting. Its effect upon the volume 
nt induce larger income flows and thereby of investment, therefore, is uncertain. 
is higher prices. For a period of 15 By Sumner H. S.iicuter. The 
28, years interest rates may be moderately American Economic Review, Part 2, 
s- affected by the program. After that March, 1940, p. 44:17. 
ed 
rk 
. Time Off for War 
C 
IGN of the times is the “war service” provision written into the recently 
. negotiated agreement between the C.I.0.’s United Automobile Workers and 
oe! the Allis Chalmers Manufacturing Co. of Milwaukee. Under the new clause, 
ig over 6,000 workers are assured of job protection in the event they serve in a 
a military capacity during United States war involvement. 
ae The contract provides that time spent in military service will be considered a 
leave of absence and that when such service is terminated the worker will return 
in to his job without loss of seniority rights. There is considerable sentiment among 
j labor officials to make such a provision standard in all union-management con- 
? tracts. Employers do not seem reluctant to accept it. 
1e —Business Week 5/25/40 
n 
e- 
ll . ‘ 
> The Social Security Board has 47,000,000 accounts on record. Almost 500,000 
S- people have the surname Smith, but only two people have been found with the 
D. same identification records—same name, mothers same maiden names, and the men 
born in the same year, month and day. Funds of the S. S. B. now total more 
re than $1,250,000,000. 
—The Eastern Underwriter 2/9/40 
ot 
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The Disposition of Inactive Records 


OLICIES and procedures relating 
P: the disposition of obsolete or 

inactive records have a consider- 
able long-term importance in most 
lines of business. A practice of in- 
discriminate destruction would obvi- 
ously cripple operations. An arbitrary 
program of retaining all records in- 
definitely, however, is unnecessary, ex- 
pensive and cumbersome. 

Executives who are experienced in 
formulating procedures for handling 
inactive records stress the importance 
of providing a definite organization 
within the company for the perform- 
ance of this function. 

Of 16 concerns lately surveyed that 
have established such an organization, 
six have created a committee of execu- 
tives with final authority over this 
function, five concerns allow each de- 
partment head to pass on matters re- 
lating to his department, and four dele- 
gate authority over final decisions to 
some individual executive, who is 
usually an official or the head of a 
special office planning department. In 
one instance, the legal department 
passes on the minimum length of time 
that each record must be kept, and de- 
partmental executives are allowed to 
extend this period as much as they see 
fit, but are not permitted to shorten it. 

The functions included under this 
phase of the activity may be summar- 
ized as follows: 
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1. The preparation of a schedule of 
retention or destruction, which in- 
cludes the majority -of the records 
on file and designates in each in- 
stance the period of retention. 


2. Passing judgment on the disposition 
of records or documents not speci- 
fically covered in the schedule. 


3. Provision within the organization 
for the effective and accurate execu- 
tion of these policies. 

In instances where the final author- 
ity is vested in a committee, it bears 
various designations, as for example, 
the “Efficiency Committee,” the “Re- 
tention of Records Committee,” and 
the “Committee for the Destruction of 
Obsolete Records.” In one instance 
the Executive Committee of the com- 
pany performs this function. The mem- 
bership of the committee is usually 
small and often consists of the heads of 
departments more directly concerned 
from the records standpoint. It seems 
to be customary to include the legal 
and accounting executives, presumably 
to secure the benefit of their special- 
ized knowledge. One member of the 
committee, as for example, the office 
manager, is often designated to act as 
contact man with individual depart- 
ment heads whenever it is necessary 
to reconcile differences of opinion on 
matters of policy. 


The functions involved in carrying 
out policies regarding inactive records 
may be summarized as follows: 
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1. Transfer and physical handling of 
the records, including proper custody 
and safeguarding. 

2. Maintenance of follow-up systems on 
transfers and destruction dates. 

3. The actual destruction of obsolete 
materials, 

4. Maintenance of a systematic record 
ot the materials destroyed. 


The routine performance of these 
functions is usually delegated to the 
head of the centralized filing depart- 
ment, or the Central Archives; or in 
the absence of such a division, to the 
office manager. In some instances, the 
actual destruction must be witnessed 
by a representative of the department 
originating the records. The basis on 
which all record-handling and destruc- 
tion activities are performed is that of 
written authorization, either in blanket 
form (through use of a destruction 
schedule) or by special instructions. 

An increasing number of companies 
have minimized or eliminated the need 
for their archives by copying their in- 
active records on small-scale film, 
somewhat similar to that used for mo- 
tion pictures. Subsequently the orig- 
inal material is usually destroyed. In 
some instances, however, highly valu- 
able inactive material is safeguarded 
by retaining both the original docu- 


ments and the film at 
locations. 

According to several commentators, 
the legal status of photographs made 
from these films has not been com- 
pletely clarified, although some au- 
thorities believe such records would be 
accepted as evidence in court. Before 
adopting microphotography, many 
companies have found it desirable to 
secure competent legal advice. 

The common methods of record de- 
struction are burning, shredding and 
sale as waste paper. Some concerns 
have contracted with a reliable paper 
manufacturer for sale of all material 
of this nature, and consider it unnec- 
essary to take any precautions regard- 
ing its falling into outside hands. 
Others believe it necessary to shred the 
paper before its sale. An executive of 
one concern, which burns all obsolete 
material, stated that the necessity of 
conducting this shredding operation 
had discouraged his efforts to sell the 
paper. A large instrument manufac- 
turer burns the more confidential ma- 
terial, such as checks and payroll 
records, and sells the balance as waste. 

Policyholders Service Bureau, Met- 
ropolitan Life Insurance Company, 
New York. 50 pp. Gratis. 


separate 


Housing Facilities and Expenditures 


A STUDY by the Bureau of Labor Statistics reveals that in 1934-36 the home 
of the typical urban wage earner or clerical worker with an income above 
$500 had a bathroom with inside flush toilet and hot running water. It also had 
electric lights, and gas or electricity for cooking. The average expenditure was 
$34 per month. This figure includes fuel, light, and refrigeration, and the rental 
value of owned homes. Seventy per cent of the families included in the survey 
rented their homes. Of the families who rented, 38 per cent lived in houses, 24 
per cent in heated apartments, and 38 per cent in unheated apartments. 
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—Monthly Labor Review 4/40 
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Absence of Employees for Military Training 


NROLMENT in the National 
E Guard or in military or naval 
reserve units carries with it an 
obligation to report annually for 
periods of intensive training, and also 
to respond to calls to active service in 
case such service may become neces- 
sary. Companies having employees 
who are members of organized reserve 
units have had to establish policies re- 
garding these annual required ab- 
sences, which usually occur during the 
summer vacation period. 

The Conference Board has recently 
been gathering information with re- 
gard to compensation for absence on 
National Guard or Reserve Corps duty. 
A preliminary analysis has been made 
of the policies of 393 concerns govern- 
ing salaried employees, and of 371 
concerns governing wage earners. 

The practice of paying employees 
absent for military duty is much more 
prevalent for salaried employees than 
for wage earners. Almost half, or 43 
per cent, of the companies pay salaried 
employees on some basis, while only 
19.4 per cent pay wage earners for 


such absence. Approximately the 
same proportion of companies in the 
various size groups (except in the case 
of those employing more than 5,000 
persons) compensate salaried employ- 
ees during absence for military duty. 
Payment to wage earners, however, is 
not extensive except in those com- 
panies employing 1,000 or more 
persons. 

The generally accepted policy for 
wage earners is to pay them the differ- 
ence between their regular wages and 
their government pay, but in the case 
of salaried employees more than twice 
as many companies pay the regular 
rate as pay the difference. 

In most concerns the length of time 
for which wage earners receive re- 
muneration is two weeks. In the sal- 
aried group, the majority of companies 
pay either for two weeks, or for the 
duration of training, which in most 
cases has not extended beyond two 
weeks. 

By D. G. Donovan. The Conference 
Board Management Record, June, 
1940, p. 71:3. 





> The Gulf Oil Corp. is reaching for a mass record in labor relations by awarding 
to 10,000 workers who have been with the company 10 years or more diamond- 
studded, solid gold service pins. About 40 per cent of the Gulf organization have 
been continuously employed since 1929 or before—about 25 per cent of the 10,000 


have been with Gulf for 20 years or more. 
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—Business Week 4/6/40 
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Disabling Morbidity in Industry: 1921-38 
OME significant trends were re- upward trend among females as well 
vealed in a recent analysis of the as males. 
course of sickness and non-indus- 3. The trends of the female-to-male 
1e trial injuries among industrial workers ratio rise, those representing the res- 
1e during the period 1921-38. The data piratory and non-respiratory groups 
se used for the study comprised the re- almost at the same rate while the non- 
ported experience of memberships of industrial injury trend rises more 
y- various industrial sick benefit organi- slowly. 
y. zations,. and represented 2,652,759 4. Among males, diseases of the 
is years of exposure for males and 238,- circulatory system, including diseases 
he 240 years for females. The time of the heart, and appendicitis show an 
re changes in morbidity were measured upward trend. 
in terms of the average annual fre- 5. While not precisely the same, 
i quency of cases causing disability for the trends among males are downward 
me eight consecutive calendar days or for the three industrial groups, iron 
d longer. and steel, public utilities, and miscel- 
™ The results may be briefly summar- laneous industries, in respect of all 
- toed ue tales: sickness, respiratory diseases, pneu- 
~ il sick h monia, and respiratory tuberculosis, 
1. _ - ae ee downward and upward for diseases of the circu- 
om = yi is more in evidence among latory system including diseases of 
ma : than among females, the prin- ihe heart. 
L _ —— ~ of movement By WituaMm M. Gararer. Public 
ss eling the respiratory diseases. Health Reports, May 31, 1940, p. 
¥ 2. Non-industrial injuries show an 962:13. 
st 
vO 
Incidence of Industrial Dermatitis 
ce CLiMs for compensation due to. skin damage in industrial work reported in 
e incomplete state reports and to the Office of Dermatoses Investigations of the 
U. S. Public Health Service have constituted about 65 per cent of all reported 
occupational disease claims. Compensation cost and disability time per case, 
however, are lower than for most other occupational diseases. 
Dermatitis caused 49 per cent of all occupational disease awards in New 
York State in 1937, with an average compensation cost of $159 per case, and with 
a total of over 8,915 weeks disability time, at an average of 13 weeks per case. 
All other occupational diseases averaged 40 weeks disability time and $347 
compensation per case. 
Annually, 1 per cent of the workers in the basic industries suffer from 
dermatitis, with an estimated total cost of $200 per case. 
Complete or partial compensation coverage for industrial dermatoses now 
exists in the laws of 18 states and four U. S. territories or possessions. 
—Industrial Medicine 6/40 
Ww 
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Industrial Health in Antiquity 


HE whole problem of health in industry is as old as industry itself, although 
it failed to stir the American mind until the silicosis furore of four years ago. 
Hippocrates, “the father of medicine,” was one of the first parents of industrial 
hygiene. He wrote about the diseases of tradesmen in the 5th century B.C., 
describing metal workers as pale and subject to respiratory ills. 


Cleaners and dyers of antiquity used stale urine for cleaning purposes. 
(Because of the foul odors they were forced to work outside the walls of Rome.) 
These tradesmen suffered certain infections which Hippocrates described. Rome 
also recognized mining as a highly hazardous occupation. Instead of being sent 
to concentration camps, “public enemies” in ancient Rome were sentenced to work 
in the pits. This usually amounted to the death penalty. 

Long before the discovery of America, “chimney sweep’s cancer” flourished 
in the cities of old Europe where boys and frail adults earned their living by 


removing soot from clogged flues. In so doing, they encountered chemicals in 
the soot which caused cancerous growths. 


—Joun F. McManon in Scientific American 5/40 


Workers’ Cinema 


ORTY-SEVEN minutes of free movies in the National Cash Register Company’s 

huge auditorium and schoolhouse daily draw 2,300 employees at the noon hour. 
This is approximately one-third of the personnel. When the noon whistle blows, 
it’s show time. Box lunches from the company commissariat and hot and cold 
drinks are sold to movie patrons in the foyer of the auditorium as they pass to 
their seats. Lunches are eaten while the employees are watching the pictures, and 
smoking is permitted in the gallery. Men and women are segregated in separate 
parts of the audience. 


Full-length hit features, such as “Dark Victory,” “Mr. Smith Goes to Wash- 
ington,” “March of Time,” all newsreel releases, educational short subjects, are 
on the daily programs. A feature picture is run as a serial, starting on Tuesday, 
running through Thursday. Comedies predominate. Many of the employees have 
perhaps seen the picture downtown, but they view it again. Programs open and 


~—, ~ short concerts on the pipe organ. Employees are back at work at 
1 o'clock. 


“There are few, if any, other plants that provide free movies,” said Dr. F. G. 
Barr, in charge of the company’s industrial relations, “but the venture is a splendid 
one for keeping employees refreshed and stimulated.” 

—American Business 5/40 


Expenditures for Medical and Personal Care 


HEN families of wage earners and clerical workers have paid for the basic 





requirements of urban living—food, shelter, clothing, household operation, 
housefurnishings, transportation and recreation—they find a margin of only one- 
tenth of their total expenditure to cover expense for medical care, personal care, 
gifts and direct personal taxes, formal education, and miscellaneous items. 


According to a study by the Bureau of Labor Statistics, the average annual 
expenditure of all families for medical care in 1934-36 was $59 per family or $16 
per person. Personal-care expenditures were $30 per family, and expenditures 
for items such as formal education, vocation, gifts and direct taxes, and other 
miscellaneous items amounted to $63. 

—Monthly Labor Review 5/40 
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Wanted: Apprentices 


PURRED by national defense de- 
mands for trained workmen, 
unions are finding a new appren- 

tice training program a partial answer 
to the knotty problem posed by the 
heretofore apparently | irreconcilable 
objectives of (a) maintaining job con- 
trol, and (b) opening the skilled 
trades to green hands. 

Taking a leaf from the thoroughly 
unionized building trades, the parts 
plants and the tool and die shops of 
the automobile industry in the Detroit 
area are putting into effect what is 
known as the indentured apprentice- 
ship plan. This plan calls for the in- 
denture of an apprentice, not to a shop 
or manager, but to a joint committee 
made up of members from the employ- 
ers’ association and from the union. 
The joint committee oversees the learn- 
er’s training and lays down his curric- 
ulum. It may shift the boy from one 
shop to another and regulate his activ- 
ity in line with what it believes to be 


the apprentice’s best interest. 

Success of the committee system de- 
pends on the strength of the commit- 
tee’s personnel and the ability of union 
and management members to solve 
problems. One vital factor in appren- 
ticeship is the present cost. Appren- 
tices no longer work for nothing just 
to learn a trade. Boys who are se- 
lected for apprentice training are be- 
tween 18 and 20 years old, and have a 


high-school or vocational-school edu- 
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cation. Employers recognize that 
these boys must be well paid if they 
are not to leave the course in favor of 
a production job paying $1 an hour. 
Furthermore, the third- or fourth-year 
apprentice will be a man and probably 
anxious to get married. Result, he 
chucks a low-paid apprenticeship to 
get a production job. 


In recognition of these natural ten- 
dencies, one large corporation has de- 
veloped a plan that starts the boy at 
40 cents an hour and finally gets him 
up to 75 cents an hour at the end of a 
four-year machinist-apprentice course. 
Wages paid to the apprentice total over 
$4,300 in four years. To this sum 
must be added instruction and use of 
high-grade equipment. What the ap- 
prentice actually earns for the employ- 
er during the four years is highly 
problematical and will vary from shop 
to shop. One well-known personnel 
director says that training an appren- 
tice costs nothing. 


The present wage contract between 
the Tool and Die Manufacturers As- 
sociation and the U.A.W.-C.I.0. calls 
for a starting rate of 50 cents for an 
apprentice, 5 cents more at the end 
of the probationary period, 5 cents 
more at the end of the first year, and 
10 cents every six months for the next 
three years. Final rate, $1.20 an hour. 
Accordingly, total wages paid to an 
apprentice in four years equal $6,150, 
or an average of $1,530 per year. 
Business Week, June 8, 1940, p. 35:2. 
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Production Management 


Coming Changes in Production 


MERICA has moved into the first 
stage of a rearmament econ- 
omy. Instead of moving 

toward greater freedom for private 
enterprise, this points toward greater 
restriction. Industrial production will 
remain in the hands of private enter- 
prise but will be subjected to new 
controls which will be necessary to 
meet the problems that have devel- 
oped under the emergency of gearing 
up the national defense establishment 
of the nation. 


Five key controls are expected to be 
imposed during future steps in gearing 
up industrial production under Na- 
tional Defense plans. These affect 
sources of supply, rates of production, 
handling of shipments, determination 
of costs and profits, and control of 
plant capacity. 

The actual controls which may be 
expected are the following: 


Priorities in shipments. 
Allocation of materials. 
Restriction of profits. 

Control of production quantities. 
Control of production qualities. 


Pep r 


There is still time for industry to 
set its own house in order before these 
controls are to be imposed. Since 
actual expenditures for the national 
defense program are expected to get 
under way slowly, plans for coopera- 
tion with the Administration can be 
developed properly without the haste 
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and waste which usually accompany a 
general period of war hysteria. 

Steps which should be undertaken 
in any plant may be briefly analyzed, 
The management should set up a man- 
agement conference council, if none 
exists now. The purpose of this coun- 
cil should be that of organizing com. 
plete information regarding produc- 
tion facilities in the plant, determin. 
ing possible future rates of operation 
and volume of output, working on 
emergency schedules, and placing a 
brake upon hasty or ill-considered ac- 
tions. It should also formulate sea- 
soned policies for management group 
action within the plant when production 
emergencies arise. Since the next steps 
of rearmament will involve coordina- 
tion of production with official groups 
in Washington, the key production 
executive should fully familiarize his 
associates with all production plans 
so that hasty departures for Washing- 
ton conferences will not delay produc- 
tion rates in the plant. 

If the plant has been surveyed, pro- 
duction executives should review the 
plant survey, analyze data on educa- 
tional orders, and, well in advance, 
order special tools which might be ir- 
replaceable if a jam developed in tool 
and die shops as a result of priorities 
being imposed. 

Plant extensions which are contem- 
plated for later in the year can be 
moved up on the calendar. Since 
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prices may rise later in the year, con- 
tracts for plant expansions should be 
entered into before materials costs are 
upped. Special attention to industrial 
power plants now will pay dividends 
later on. Many types of power plant 
equipment will command premium 
prices when present shortages grow 
more acute. Renovation of power and 
other plant equipment begun now will 
still benefit from comparatively low 
prices. 

One of the best ways to short-cut 
later bottlenecks is to move up deliv- 
ery dates wherever possible upon 
equipment now under contract. Re- 
member that every tool or machine 
which has been shipped before priori- 
ties are imposed is still available for 
your plant if it is even en route to 
your shop. On certain orders, special 
machines and tools now on order can 
be shipped partially completed if nec- 
essary. 

A boom in employment of skilled 
workers has already become notice- 
able in certain districts. Key men 
who have been on the waiting list in 
the employment office can be brought 
into the plant for special work, while 
waiting for the expected production 
drive. In this way, skilled workers 
can be given jobs and prevented from 
migrating to other industrial districts. 

Costs should be carefully checked. 


Since restriction of profits has been 
repeatedly forecast, cost records are 
extremely important. These can be 
prepared through the use of any one 
of a number of modern systems espe- 
cially designed for the purpose. To 
avoid having proper charges disal- 
lowed, cost systems adequate to pro- 
vide a sound basis for profit deter- 
mination should be introduced as sub- 
stitutes for the scanty, skeleton systems 
in use in many shops. 

Reserves for taxes should be in- 
creased, because tax levies will unques- 
tionably jump up _ substantially. 
Greater provisions should be made for 
increased costs in spoilage, rejects, 
transportation delays and expediting 
costs, 

Sources of supply for parts and ma- 
terials should be rechecked. In con- 
sidering bottlenecks which may de- 
velop in procurement, suppliers 
should be carefully classified by their 
rates of production. 

Parts which require aging should 
be carefully studied. Unless new 
methods are found to cut down aging 
periods required in the manufacture of 
certain parts and products, the time 
delay involved in this industrial proc- 
ess may be a key bottleneck in deliv- 
ery of many varieties of finished goods. 
By Harttey W. Barcray. Mill & 
Factory, June, 1940, p. 49:5. 





> It is well known that glucose supplies energy and combats fatigue among 


industrial workers. 


Some plants make gum drops available, but one Pittsburgh 
steel mill had this experience: Workmen “hoarded” the drops. 


Instead of eating 


the candy, they took it home to their youngsters. 
—Joun F. McMauon in Scientific American 5/40 
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Does Your Product Smell Bad? 


NLY a dozen years ago, new oil- 
cloth reeked of castor and lin- 
seed oils and rubber goods 

smelled little better than when Good- 
year walked the earth. To the nostrils, 
highly glazed papers betrayed their 
“hoofy” ingredients, glues stank of 
fish or goat, and after the house- 
painter departed the aroma lingered 
on. 

But these and many other kinds of 
malodorousness are vanishing. The 
world is becoming measurably more 
fragrant, thanks to the perfumers, per- 
fumer-chemists, and the chemist-per- 
fumers who, with over 1,000 aromatic 
materials in their repertory, are play- 
ing so skilfully upon our olfactory 
nerves that few of us know what is 
going on. 

Last Christmas  chocolate-scented 
rubber dogs were a hit in department 
stores. A new type of shower curtain 
gives off a pleasant fragrance when 
the water strikes it. A manufacturer 
of scented carbon paper and typewrit- 
er ribbons is making a hit; so is a 
manufacturer of “spicy-smelling” pen- 
cils which stenographers find refresh- 
ing. A famous bus line is experiment- 
ing with perfumed gasoline as a build- 
er of public good will; for the same 
reason, a railroad is trying perfumed 
fuel for its diesel engines on suburban 
trains. 

Commercial perfuming has over- 
come stiff sales problems. Not long 
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ago a new raincoat was ready for the 
market. It was a honey to the eye, but 
when salesmen drew admiringly near 
they shouted, “Whew! Nothing do- 
ing!” An S.0.S. brought an aromatics 
man on the run. After studying the 
processing, he prescribed a dash of an 
essential oil with a polysyllabic name, 
and the now-fragrant coats sold like 
hot cakes. Another rescue involved a 
Fifth Avenue store with 25,000 pairs 
of shoes on its hands which, because 
of a new material, made feminine 
noses turn vertically upward. A per- 
fumer-chemist sprayed the shoes with 
a delicate fragrance guaranteed to be 
permanent, and instead of a dead loss 
the shoes turned in a grand profit. 


In many instances aromatics supply 
more than their pleasant scent. Dr. 
Eric C, Kunz points out that many es- 
sential oils are highly antiseptic, one 
rose oil being seven times as antiseptic 
as carbolic acid. Pleasant sprays used 
in theatres, Pullmans, buses, trolley 
cars, and in other public places kill 
germs as well as freshen the atmos- 
phere. 


The cost of a nice odor is surpris- 
ingly small. Dr. Kunz estimates that 
in 1937 only 700 pounds of aromatics 
would have deodorized all that year’s 
253,000,000 yards of silk. In paints, 
from 0.005 to 0.1 per cent of aromat- 
ics by weight will do the trick. 


Petroleum refiners are looking into 
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aromatics as an economical and 
worthy substitute for the over-elab- 
orate refining they now do to remove 
the oily smell but which doesn’t make 
the fuel a bit better in any other re- 
spect. Here and there, coal merchants 
have their delivery men spray freshly 
delivered anthracite with a pine 
aromatic. 

Users and manufacturers of air-con- 
ditioning equipment are beating paths 
to the doors of aromatic laboratories. 
The scenting of re-circulated air can 
serve many purposes. It has been used 
to solve the problem of keeping the 
smells of cooking out of other rooms 
in a building. While floral odors are 
sometimes used, it’s commoner to em- 
ploy pine or ozone to make the air 
smell still fresher and cleaner. An- 
other possibility is interesting: Since 
certain odors are stimulating, why not 


revive workers’ pep with them in 
afternoons? 

Meanwhile the advance toward a 
science of odor engineering accel- 
erates. Your 1940 automobile comes 
lighter in the rubbery, lacquery, up- 
holstery odors which once clung so 
persistently to.it. Your clothing need 
no longer reek of strange chemicals 
when coming back from the cleaner. 
Even the dollar bills in your pocket 
smell fresher because so many banks 
spray them with antiseptic fragrance 
before putting them back into circula- 
tion. And the circuses are experiment- 
ing with sprays in the tops of their 
tents which will neutralize some of the 
more objectionable animal odors. Al- 
most every hour of your day has been 
made more fragrant than it was only 10 
years ago. By Ray GILEs. Advertising 
& Selling, June, 1940, p. 31:4. 


Missionaries at Work 


NE sales activity participated in 

by most manufacturers and vit- 

ally affecting all distributors is 
missionary selling. The manufactur- 
ers of industrial supplies and equip- 
ment annually spend hundreds of thou- 
sands of dollars to place missionary 
salesmen in the field. Most of this 
money is well spent and acts to in- 
crease distributor selling efficiency, 
thus reducing distribution costs. 

Most manufacturers consider mis- 
sionary sales work an _ absolute 
necessity, their enthusiasm increasing 
in direct ratio to the technical nature 


June, 1940 


of the product they manufacture and 
its applications. 

However, extensive studies among 
industrial purchasing agents, manufac- 
turers, and distributor executives and 
salesmen reveal in the system certain 
creaky joints or bottlenecks which tend 
to prevent missionary sales activity 
from attaining maximum efficiency. 

A study of buyers’, manufacturers’ 
and distributors’ opinions indicates 
that, generally speaking, missionary 
sales work is conducted in one of two 
ways: 

1. The manufacturer’s representa- 
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tive calls on industrial plants in com- 
pany with the distributor’s salesman 
who regularly sells the account. 

2. The manufacturer’s representa- 
tive calls alone. 

The first method not only serves to 
introduce the manufacturer’s product 
to industrial users but it is a powerful 
tool for the technical education of the 
distributor’s salesman, who must 
“carry on” during the missionary’s 
absence. 

The second method, while it is ap- 
proved by some buyers and some dis- 
tributors, is certainly only partially 
productive. The manufacturer’s rep- 
resentative, working alone, becomes no 
more than a specialized salesman on 
the distributor’s staff. His costs must 
be borne by one line only. He is in 
no way educating the distributor’s 
sales staff to represent his company 
in his absence. 

In studying current practices, it be- 
comes apparent that at least part of 
the ineffectiveness now found in mis- 
sionary selling is chargeable to the 
manufacturer’s man working alone. 
Other creaking joints in the machine 
are caused by a lack of understanding 
on the part of the men concerned as 
to the functions that each must per- 
form to insure smooth operation. 

The final—and perhaps hardest to 
correct—creaking joint in missionary 
sales work is the lack of coordination 
brought on by a clash of personalities, 
or rather by careless personal selling 
habits. 

While it would be foolish to attempt 
to prescribe rules of conduct for all 
salesmen, a study of the comments 
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made by distributors’ sales managers 
and salesmen and manufacturers’ rep- 
resentatives throws the spotlight on 
several glaring “pet peeves.” A sin- 
cere attempt to eliminate these would 
go far toward smoothing out mission- 
ary sales work. 

For instance, distributors’ salesmen 
and sales managers find the following 
practices objectionable: 

1. Failure to be prompt in meeting 
distributors’ salesmen. 

2. Failure to conform to the rules 
of the distributor’s establishment. 

3. Boasting about high salaries and 
little work. 

4. High-pressure selling. 

5. Condescending attitude toward 
distributors’ salesmen. 

And on the other side of the fence 
we find manufacturers’ representatives 
with very strong opinions about the 
distributors’ salesmen who: 

1. Take them to plants which are 
not prospects. 

2. Do not try to get them to the 
plant official who will be most inter- 
ested in their products. 

3. Take most of the time on a call 
for discussion of other lines. 

4. Do not try to absorb the selling 
technique used. 

5. Do not follow up good prospects. 

Careful planning will go far toward 
eliminating many of the above points 
of friction. Most of the others will 
take care of themselves if all con- 
cerned will bear in mind that the man 
they are striving to sell, the industrial 
buyer, is interested primarily in low- 
ering his plant costs, and is anxious 
to obtain information which will help 
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him to do it. Being human, however, 
he wants to obtain these facts in the 
easiest fashion. All missionary selling 
should be designed to meet these de- 
sires. When this is done, the little 
irritations which act as a drag on ef- 
ficiency will tend to disappear and mis- 


sionary selling will take its rightful 
place as a powerful builder of sales 
volume. Mill Supplies, February, 
1940, p. 17:4. 


(Reproduced with this article is a helpful 
check-chart of missionary sales responsibili- 
ties, covering practically every activity that 
could make for more effective cooperation 
in missionary sales work—Editor.) 


Sales Compensation Objectives 


GEVERAL hundred firms in the United States were recently queried on their 
attitude toward salesmen’s compensation. Exactly 50 per cent of those replying 


stated that the objectives of a salesmen’s compensation plan should be the 
building of good will or service to customers. Less than 20 per cent indicated 
that sales volume was the principal consideration. Contrary to expectations based 
on the stated objectives, however, more than 73 per cent of the plans in use 
consisted primarily of commission plans which tend to place the salesman’s 
emphasis on volume rather than service to the customer. 


The apparent contradiction of theory and practice led to a more intensive 
study of salesmen’s compensation, and as a result two conclusions were reached: 
First, sales managers really are sincere in their efforts to place the customer’s 
interests in the foreground. Second, despite such sincerity of purpose, few have 
actually given any analytical consideration to the compensation of salesmen. 





—Printers’ Ink Monthly 4/40 


Edison Suggestion System 


(ASH awards totaling more than $36,000 have been made to employees of the 
Commonwealth Edison Company, Chicago, since the company’s employee sug- 
gestion system, in its present form, began operation in February, 1925. The 
largest cash award for a single suggestion was $1,200. 


Cash awards for adopted suggestions are based, whenever possible, on the 
first year’s saving to the company. The initial cash award is usually 15 per cent 
of the estimated saving for the first year. At the end of one year, an additional 
cash award may be made to bring the total to 25 per cent of the first year’s actual 
saving, providing the saving has been $100 or more. 


Suggestions which result in a first year’s actual saving of $500 or more may 
be reconsidered a second time at the end of two years, and a second additional 
award made. The amount of the entire award (initial award and two additional 
awards) may be a maximum of 50 per cent of the first year’s actual saving. 


All accepted suggestions which involve an estimated saving of $100 or more 
per year are automatically reconsidered at the end of the first year, and the 
actual savings determined as nearly as possible. 


Suggestions which have merit but do not warrant the minimum cash award 
of $2.50 are given one or more credits. When any employee has received a total 
of five credits, a payment of $2.50 is made. 


All cash payments of suggestion awards to employees are now included with 


pay checks. 
—Edison Round Table 4/40 
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Qinancial Management 


How Profit-Sharing Cuts Tax Bills 


ENSION trusts or other profit- 
P sharing plans have _ recently 

become increasingly popular 
among employers, and the real tax 
savings of such plans in effect shift a 
large part of their necessary cost upon 
the government. 

Obviously advantageous to the em- 
ployees, such plans have proved eco- 
nomically profitable to the employer. 
A recent survey made by the United 
States Senate Committee on Finance 
disclosed that organizations having 
profit-sharing plans experienced a 50 
per cent decrease in strike difficulties 
and a similar percentage of increase 
in employment stabilization, efficiency, 
and loyalty. 

An employer-corporation is entitled 
to a deduction for its annual contribu- 
tions to a valid employees’ pension 
trust. This deduction considerably 
reduces the tax liability of such cor- 
poration and, in effect, similarly re- 
duces the cost to it of maintaining the 
trust. By way of exposition, let us 
assume that an employer-corporation 
is required to pay $10,000 annually to 
maintain a pension fund. This pay- 
ment reduces the income of the cor- 
poration by $10,000. However, this 
reduction of income saves the corpor- 
ation Federal and state income taxes 
on the amount by which its income is 
so reduced. At a conservative esti- 
mate, these taxes would amount to 25 
per cent, or $2,500. In effect, there- 
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fore, the government has contributed 
$2,500 toward the cost of the pension 
plan. 

A consideration of further tax econ- 
omies resulting to the corporation in 
reduced capital stock and other mis- 
cellaneous taxes, and to the individual 
officer-employees in lessened estate and 
inheritance taxes, emphasizes the fact 
that the greater part of the real cost 
of a pension trust is paid by the sav- 
ings attendant to the operation of such 
a plan. 

If the pension plan is properly 
drafted so as to meet the requirements 
of the tax law, the trust will be exempt 
from income taxation. Thus, the plan 
may provide for investment of the 
trust funds by the trustees or other 
persons in control of the trust, but any 
income or profit realized on such in- 
vestment will not be subject to tax. 
Usually, if the established trust is an 
irrevocable fund in the sense that it 
is impossible for any part of the funds 
to be diverted for the use of the em- 
ployer before all liability to the em- 
ployees has been. satisfied, the trust 
will meet the requirements of the tax 
law and be exempt. 

There are also important tax ad- 
vantages for the employee participat- 
ing in a pension trust. Contributions 
made by the employer to such a trust 
constitute additional compensation to 
the employee. If taxable as additional 
compensation during the year in which 
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contributed by the employer, they 
might well raise the employee’s income 


to a higher bracket and subject him’ 


to the higher rate of tax. However, 
employer contributions are not so tax- 
able to the employee until distributed 
to him under the tetms of the trust 
plan. Thus the income tax liability of 


the employee with respect to this addi- 
tional compensation is postponed until 
a time when his income has greatly 
diminished and the applicable rate of 
tax is correspondingly lower. By J. 
K. Lasser. American Business, May, 
1940, p. 28:4. 


Wage-Hour Cases Closed 


OF an undivulged number of complaints of violations of the Fair Labor Standards 
Act, estimated to total approximately 30,000, which have been received by the 
Wage and Hour Division since the law went into effect, final action had been 
taken by May 1, 1940, in 2,790 cases. Of cases closed, 74 per cent were closed by 
settlement between the Division and the employer, as a rule with restitutions to 
the employees; in 16 per cent of all cases closed, no violation was found; 10 
per cent of the complaints were dropped because the defendants were not found 
to be in interstate commerce or for other reasons. 


A survey prepared by the Wage and Hour Division of its activities from 
October 24, 1938, to May 1, 1940, shows that enforcement of the law has 
proceeded as follows: In addition to 2,790 cases closed, 5,049 cases involving 
complaints of violations were in process of completion. A total of $1,423,774.06 
had been paid out by employers to 69,232 employees in cases which were settled 
with restitutions either informally or after court action. Back-pay awards averaged 
$20.57 per employee. Actual figures on cases closed show that 2,065 were settled 
and 725 dropped, 457 of the latter because no violations were found and 268 for 


other causes. 


In regard to exemptions, the figures show that 70 per cent of all applications 
for learner certificates had been granted and that 45 per cent of applications for 
permission to employ handicapped workers had been granted. 


—Wage and Hour Reporter 6/10/40 


Earnings and Hours in the Hat Industries 





THE average hourly earnings of all wage earners in the fur-felt hat industry 
amounted to 66.3 cents in the early part of 1939. Workers in the wool-felt 
hat industry averaged 49.8 cents, while employees in the straw-hat establishments 
earned 49.1 cents on the average, and workers in plants manufacturing hat 
materials had average hourly earnings of 55.2 cents. 


The actual workweek averaged 37.2 hours in the fur-felt hat industry, as 
compared with 39.0 hours in wool-felt hats, 41.2 hours in straw hats, and 37.8 
hours in plants producing hat materials. 


Weekly earnings of‘all workers in the fur-felt hat industry averaged $24.69. 
Employees of wool-felt hat plants averaged $19.46 a week, while workers in. straw- 
hat establishments received $20.20 a week and employees of hat materials plants 
averaged $20.89 a week. 


This information was secured in a survey of the hat industry recently com- 
pleted by the Bureau of Labor Statistics. 
—Bulletin No. 671, United States Bureau of Labor Statistics 
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Selecting an Insurance Carrier 


N the purchase of insurance, of 

even greater importance than the 

choice of companies is the care 
which must be taken to select only 
those which are financially able, under 
every accepted stress, to meet incurred 
losses. 


Many buyers are tempted by a 
proffered initial saving to forego too 
close a scrutiny of the companies’ fi- 
nancial statement or management 
record. It would be wise for those who 
are listening to the intriguing voice of 
some high-pressure salesman to re- 
member that in the past half century 
some four thousand companies have 
retired from business. 


A series of simple questions whose 
answers will be quickly gleaned from 
the condensed financial statement of 
any insurance company will be most 
effective in preventing the purchase of 
a policy in any company which may 
later prove unable to meet its obliga- 
tions: Has this insurance company age 
and experience? Are its assets diversi- 
fied and liquid? Has it a safe margin 
of surplus funds over its reserve re- 
quirements? Is its income from premi- 
ums within due limits of its ability to 
pay as indicated by funds? Are its 
underwriting transactions profitable? 
Are its investments profitable? Is it 
progressing ? 


The assets should be reviewed with 


224 


the idea of formulating a decision as 
to whether or not their stated value 
represents their actual worth. It would 
be extraordinary for the management 
of a company to underestimate the 
value of its assets in preparing its pub- 
lished statement. In consequence, the 
statement of assets must first be ex- 
amined ordinarily with the thought in 
mind that the full value of some of 
them might not be realized in the event 
of liquidation. 

There is no existing investment 
whose soundness from day to day or 
from year to year can be unquestioned 
or whose worth is static. For this rea- 
son, any undue concentration of the 
assets generally weakens the financial 
value of the insurance company itself. 
This holds true whether the investment 
be government bonds or industrial 
stocks. It is of great necessity that a 
major share of the assets of a company 
be available for almost immediate con- 


version into cash. Fire insurance com-. 


panies with a high possibility of large 
losses maturing many policies at once 
must have a greater degree of liquidity 
than other institutions. Life insurance, 
where the maturity of many risks is 
not liable at any time, requires a lesser 
degree of liquidity. Casualty com- 
panies, where there is a high propor- 
tion of liability, and surety risks need 
not have the high liquidity of the fire 
companies but cannot have the low 
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liquidity of the life insurance com- 
panies. 

Companies in the property insur- 
ance field should not have, under or- 
dinary circumstances, much beyond 10 
per cent of their assets in real estate 
and real estate mortgages. Their 
agents’ balances should not, under or- 
dinary circumstances, be over 15 per 
cent of their total assets. 


One of the gravest dangers to an 
insurance company is a too rapid rate 
of growth. Reserve requirements take 
an exceptionally large share of the 


current premium income and with cur- 


rent expenses cut into the existing sur- 
plus. A too rapid and too large volume 
of business could quickly bankrupt an 
otherwise soundly established com- 
pany. It seems advisable to question 
any company whose income is more 
than double its surplus to policy- 
holders. 


Naturally, a very important point in 
the consideration of any company is 


the profitability of its transactions. In 
the case of an insurance company, 
there are two different sources from 
which profit may be derived. One is 
from underwriting and one from its 
investments. It is highly important 
for an insurance company to show a 
profit from its combined transactions 
if it is to maintain long its existing 
degree of financial strength. 

Finally, if a company continues over 
a long period of time without showing 
any growth, there is a very evident 
weakness in the management. The risk 
of misadventure by business can be 
transferred to insurance companies 
and risk capital be subjected only to 
loss through misrepresentation. But 
the insurer must be alert to see that 
his risk is placed in the safekeeping of 
a carrier today and tomorrow sound 
and solvent, able and willing to meet 
its every contractual obligation. By 
Tuomas J. V. CULLEN. Credit and Fi- 
nancial Management, June, 1940, p. 
18:2. 


*““Business Needs Insurance’’ 


THE need of insurance among business concerns is greater than is generally 
recognized by either the insurance agent or the average business man. 


An extensive investigation of insurance needs leads to the conclusion that 
business protection against fire is not more than 65% insured. Business protection 


against automobile liability is not more than 30% covered. 
against general liability does not exceed 15% coverage. 
definitely that insurance against defalcations is not more than 10%. 


Insured protection 
Statistics prove rather 
Protection 


against windstorm ranges from 25% to 30% coverage. 


Insurance against business interruption is 39% covered in the manufacturing 
and jobbing field and 12% covered in the retail field. Business protection against 
profits lost through business interruption is not more than 2% or 3% insured. 


Business protection against accounts receivable, while comparatively new in 
the catalogue of the insurance companies, is not believed to be more than 1% 


covered. 
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The Minin Question Box 


Questions and Answers on Management Practice 
Based on the Inquiries Received by the AMA Research 


and Information Bureau. 


Individual replies are made promptly either by mail or telephone to inquiries 
received by the Research and Information Bureau, This service is available to 
executives of concerns holding company memberships. The questions cited here 
are those which it is believed are of general interest to the membership. 


Incentives for Foremen 


Question: What factors are generally selected as a basis for supervisory 
incentive payment plans? 


Answer: A successful foreman bonus plan is almost always tailor-made to fit 
the particular conditions of each plant. As an incentive to reduce operating 
costs, the plan is most effective when it is confined to measurable items of 
expense directly under the supervisor’s control. Direct-labor efficiency, 
amount of indirect labor, scrap, excessive losses due to defective quality, 
accidents, and cost of supplies fall within this category. 


Usually there are additional cost items chargeable to each department’s 
operations, but it may not be feasible to include them in the incentive plan. 
Electric power, water, processing, heat, rent (building repairs, taxes, depreci- 
ation, etc.) are typical items in this classification, because they do not lend 
themselves to accurate measurement of departmental consumption or because 
the supervisor has little or no direct control over them. 


One company in the rubber-manufacturing industry uses the following 
factors as a basis for determining the amount of the bonus (which may run 
as high as 25 per cent of the foreman’s base salary): direct labor, indirect 
labor, material or waste factors under department control, burden expense 
factors under department control, accidents. The percentage of supervisory 
efficiency is determined by comparing actual costs with standard costs on 
these items, and adjustment is then made for less than normal volume of 
production. These items are not weighted arbitrarily—the standard and 
actual figures are separately added for all items, and a comparison of the 
totals gives the index of efficiency. 


Another plan, developed by a hardware manufacturer, is based on the 
following factors, each weighted according to its relative importance: pro- 
duction volume, 10 points; department expense, 50 points; maintenance of 
production schedules on standard products, 20 points; maintenance of pro- 
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duction schedules on job-order lots, 15 points; labor turnover, 10 points. 
At the end of every three months the foreman’s point rating is averaged, 
and if his rating is 95 or more he receives $100 bonus for that quarter. For 
lower efficiency ratings the amount of the bonus is reduced by gradations 
down to $30 for a rating of 65 to 70 points. 


Organizing an Independent Union 


Question: What procedure should be followed by employees who desire to 
organize an independent union? What special problems are encountered by 
such a group? 


Answer: The steps to be taken in organizing an independent union have been‘ 
listed by the Association of Westinghouse Salaried Employees in its monthly 
journal, The Regulator. The sequence is as follows: (1) selection of spon- 
sors, (2) formulation of objectives, (3) mapping of financial policy, (4) 
election of temporary officers, (5) announcement of the organization to the 
public, (6) organization of members, (7) contact with company manage- 
ment, (8) dratting of the constitution, (9) certification proceedings. 


The first problem encountered by such a group is the need of securing 
substitutes for the trained and paid union organizer and for the financial 
resources of the national union. A sound financial policy which will provide 
for future needs as well as for current operating expenses is of primary 
importance. | = 


Second and in some ways more troublesome is the problem of avoiding 
the accusation of “company domination.” All contacts with the employer 
must be avoided before the union has been publicized and the organization 
drive begun, and all subsequent dealings with the company must be on a 
strictly business basis. 


The matter of certification by the Labor Board is one for each group 
to decide aecording to circumstances. Certification does, however, tend to 
place the new union on a recognized footing and insure its position in its 
negotiations with the employer. 


Hiring and Retention of Married Women 


Question: Is there any definite trend in company policies governing the em- 
ployment of married women? 


Answer: There appears to be no dominant policy on this point. Practice differs 
not only from locality to locality but also from time to time, and thus it is 
necessary for companies to adjust themselves to changes in public sentiment 
as well as to consider internal problems in this connection. The general 
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opinion of executives seems to be that there is no difference in efficiency 
between married and unmarried girls and that the determining factors are 
public sentiment in the community and employee attitude in the company 
concerned. 

There are no recent statistics covering hiring policies except those ob- 
tained in a local survey made for the Philadelphia Chapter of the National 
Office Management Association and published in May, 1940. These figures 
show 51 of the companies queried as willing to hire married women and 40 
as unwilling. 

The same study shows 79 companies willing to retain women who marry 
while in their employ. Of these, 64 are willing to retain them indefinitely 
while 15 limit the time variously from one to six months. 

The changes in attitudes which may take place on these policies within 
a brief period of time are revealed by comparison of this Philadelphia survey 
with a similar survey undertaken in 1935. The figures are expressed per- 
centally for purposes of comparison, and show that in 1935 48 per cent 
were willing to hire married women and that in 1940 this percentage had 
increased to 56. In 1935, 70 per cent retained women who married while 
in their employ, and in 1940 this had risen to 86 per cent. These statistics 
reflect the influence exerted by the work-sharing ideas prevalent in depression 
years. 

A general survey of company policies governing the retention of women 
employees after marriage was published in October, 1939, by the Conference 
Board. This study covered 484 companies in manufacturing, mercantile and 
financial fields. Of the concerns surveyed, 310 allow female office employees 
to keep their jobs after marriage and 111 forbid it. Other companies 
reported a flexible policy. In the factory, 278 companies reported that 
retention of jobs after marriage was permitted, while 38 stated that it was 


forbidden. 





Note on Employee Legal Aid 


Mr. W. I. Hamilton, personnel director of the Waldorf-Astoria Hotel, New 
York, contributes a valuable comment on our response to a question on 
employee legal aid which appeared in the May, 1940, issue of THE MANAGE- 
MENT REvIEw (p. 189). 

Mr. Hamilton feels that legal aid for employees is a highly important 
factor in the personnel program and that our reply underrated the influence 
of such a service on the morale of employees. The attitude of his organiza- 
tion is reflected in the full-page notice in the Employee Handbook of the 
Waldorf-Astoria offering legal service. Employees are warned that their 
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lack of legal knowledge may bring them into difficulties, and they are urged 
to consult the attorney who is retained for the purpose of providing such 
assistance. Employees may consult him at his office during regular business 
hours or by appointment. All consultations are personal and strictly con- 
fidential. 

The Waldorf-Astoria Staff News frequently suggests points on which em- 
ployees may need legal aid. The October 15, 1939, number contained advice 
about the purchase of fur coats on the instalment plan, and suggested that 
employees should scrutinize any papers they might be asked to sign and 
bring them to the legal adviser if they were not clearly understandable. The 
December 15, 1939, issue carried a similar article describing the pitfalls of 
signing up for training courses of various kinds, especially correspondence 
courses. 

Since it is the policy of the hotel to employ only United States citizens 
and those who are in the process of becoming citizens, legal aid and advice 
is given to employees seeking citizenship, and articles providing information 
on the subject appear from time to time in the Staff News. 

Apartment leases frequently require interpretation by the legal adviser, 
as do instalment purchasing contracts. The latter are generally discouraged 
at the Waldorf. Use of the Credit Union is recommended in lieu of instal- 
ment buying. 

Mr. Hamilton stresses the importance of employing the right type of an 
attorney for this work. The attorney must realize that his functions are not 
confined strictly to the legal field, since the problems he is presented with 
frequently involve family and social relationships; he must needs be minister 
and social worker as well as lawyer to provide the kind of assistance needed. 
With this broad concept of legal aid, considerable good will can be created 
among the workers, and the service will prove to be well worth its cost. 

Mr. Hamilton concludes: “A worried employee is seldom an efficient 
employee. Sound and sympathetic legal advice helps remove the handicap 
of worry in hundreds of cases.” 





Most Likely to Succeed 


A STUDY of salesman turnover, just completed by the Union Central Life In- 
surance Company, reaches some thought-provoking conclusions: (1) A college 
education, though always helpful in business, is not a requisite for success in 
selling. (2) Married men, provided they have no more than three children, make 
better salesmen than bachelors. (3) The good mixer is always a better salesman 
than the lone wolf. (4) Men used to a fairly high standard of living make the 
most impressive sales records. (5) Office workers and professional men, turning to 


selling, seldom make the grade. 
—Forbes 6/1/40 
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Survey of Books for Executives 





Ten Points for Advertisers. By 
Kenneth Goode. Harper & Brothers, 
New York, 1940. 299 pages. $3.00. 


In this latest addition to his forth- 
right books on advertising, Kenneth 
Goode offers overwhelming proof that 
advertising is now a major economic 
force, and he shows why and how, be- 
cause of its inherent constructive 
outlook, it is the main medium 
through which business can hope to 
achieve the objective of our lagging 
industrial plant—the consumption of 
goods equal to our productive capa- 
. city. 

To succeed, Mr. Goode cautions 
against the employment of any but 
skilled personnel to do the job and 
points out that a special kind of ad- 
vertising technique is needed, the 10 
crucial points of which are set forth 
in a helpful way as a basic method of 
checking and pre-testing copy. Nu- 
merous vivid examples are given to 
show how this new technique works 
and how its application has coaxed 
millions of consumer dollars out of 
hiding. 

In effect the book is a persuasive 
argument showing how the speed and 
volume of recovery could-be substan- 
tially increased by the united front of 
business and its advertising agents in 
vigorous pre-tested advertising cam- 
paigns to break the current buying 
inertia. 
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Anyone who has read any of Mr. 
Goode’s books will recognize in the 
following chapter headings evidence of 
his crisp style: Why a Track Team 
Captain?—Have You Read Romeo?— 
Weigh Your Napoleons—Snakes in the 
Garden of Statistics—Adding the Ad- 


dometer. 


The New Outlook in Business. 
Edited by Bronson Batchelor. 
Harper & Brothers, New York, 1940. 
323 pages. $3.00. 


In this book twenty-one leading and 
progressive industrialists offer their 
interpretations of those new attitudes 
and concepts increasingly to be found 
controlling in the business community. 
What influences are causing these 
changes and what new business meth- 
ods are developing to cope with them 
are helpfully recorded. 


Separately the articles deal with 
such vital topics as methods of busi- 
ness recovery, proper basis for public 
relations, ways and means of relating 
business activity to governmental regu- 
lative efforts, problems of population 
growth, changes in distribution, ways 
of achieving job security, employers’ 
responsibility for improved labor rela- 
tions, and other questions raised by the 
new social consciousness. Together 
they comprise a well-informed consid- 
eration of the basic question of 
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whether our system of free capitalistic 
enterprise can continue to exist side by 
side with broad collectivist activities 
without reconstructing the whole un- 
derlying industrial policy. 

The contributors to the volume com- 
prise a typical sample of current busi- 
ness leadership. They include Robert 
E. Wood, Colby M. Chester, Lewis H. 
Brown, Paul G. Hoffman, Richard R. 
Deupree, Charles R. Hook, Walter D. 
Fuller, Mark M. Jones and H. W. 


Prentis, Jr. 


As Steel Goes, ... By Robert R. 
R. Brooks. Yale University Press, 
New Haven, 1940. 275 pages. $3.00. 


What happens “When Labor Organ- 
izes” and workers have developed 
“Unions of Their Own Choosing”— 
when the turmoil of the first great 
wave of organizing in the basic indus- 
tries has died away? Robert Brooks, 
who in his two prior volumes provided 
an able exposition of. the problems 
and processes of unionism and collec- 
tive bargaining, attempts in this latest 
book to supply a specific answer to this 
question. 

The steel industry has been selected 
as the sample field for investigation. 
With the aid of much fresh material 
and the frequent use of biographies of 
the men involved, Professor Brooks 
traces the rise of steel unionism from 
early times to the present. He dis- 
cusses the merits and collapse of com- 
pany unions, the “capitulation” of 
U. S. Steel, and the Little Steel strike. 
He throws sidelights on the workings 
of the “first” New Deal and tells what 
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has happened since 1937 inside both 
Big and Little Steel. The machinery 
and accomplishments of collective bar- 
gaining in steel are described in detail. 
The author discusses the closed shop, 
the check-off, the jurisdictional dispute, 
technological unemployment, economic 
planning, and the political implica- 
tions of steel unionism. 

Both management and labor come in 
for their share of censure by Professor 
Brooks, and his advocacy of collective 
bargaining is marked by realism and 
temperateness. In his summing up he 
declares: “The labor policies of U. S. 
Steel, the international situation, and 
the fate of the National Labor Rela- 
tions Act and Board are the important 
immediate determinants of the charac- 
ter and extent of unionism in steel. 
But the major long-run influences lie 
in the development of democratic pro- 
cedures within the union and the edu- 
cation of its members.” 

Throughout the book, general issues 
are presented by means of particular 
illustrations. Half of the author’s 
material was obtained from interviews 
with scores of steel employers, union 
leaders, and workers. Numerous photo- 
graphs help make the text as absorbing 
and readable as fiction. 


Sales Management. By Herman C. 
Nolen and Harold H. Maynard. The 
Ronald Press Company, New York, 
1940. 505 pages. $4.00. 


This comprehensive text is addressed 
to students of sales management—both 
to sales managers interested in the 
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latest trends and to classroom students 
in colleges aspiring to be the sales 
managers of tomorrow. 

Since the authors are concerned with 
the more scientific kind of sales man- 
agement that has developed rapidly in 
the past decade, they stress definite 
techniques and basic principles. They 
have consciously omitted treatment of 
certain material which has long been 
popularly associated with the subject. 
For example, they present something 
of what has been learned about scien- 
tific methods of selecting salesmen as 
contrasted with the “hunch” method 
of the older type of sales executive. 
Similarly, the stimulative effect of 


sales quotas, conventions and contests 
has been placed in contrast with the 
evangelistic type of leadership which 
depends upon the “do and die for the 
dear old firm” appeal. E 

Basic ideas to be used in the devel- 
opment of sound sales policies are also | 
presented. The authors believe that | 
modern sales managers are keenly 
alive to their policy-making functions 
as well as their work of sales person- 
nel management. Accordingly, chap- 
ters on distribution cost accounting, 
sales planning, and sales standards 
have been included, since intelligent 
policy making draws upon all these — 
sources of information. 





Briefer Book Notes 





HOW TO MAKE COLLECTIONS. By Dexter Tomlin. McGraw-Hill Book Company, 
Inc., New York, 1940. 165 pages. $175. A simple and concise manual for all who handle their 
own collections in all types of businesses, including retail, showing general elements of the 
problem of collecting accounts while retaining the customer’s good will, how to organize 
the collection department, make collections personally and by mail, handle different types 
of debtors, use financial instruments, use the law, etc. Reproduces 79 specimens of model 
collection letters. 


THE MEASUREMENT OF ABILITIES. By Philip E. Vernon. University of London 
Press, Ltd., St. Hugh’s School, Bickley, Kent, England, 1940. 307 pages. 10s. 6d. Describes 
the principles underlying the use of mental tests, scholastic examinations, the construction 
and application of tests, and the interpretation of results of both tests and examinations. 
Written primarily for teachers, clinic workers, school medical officers, and psychology students, 
it provides an elementary introduction to the statistical techniques which are essential to a 
proper understanding of mental measurement, and shows the application of these techniques 
to problems of testing and examining in British schools and universities. 


VARIABLE BUDGET CONTROL. By Fred V. Gardner. McGraw-Hill Book Company, 
Inc., New York, 1940. 357 pages. $4.00. A complete treatise on variable budget control, 
showing what it is, its advantages over static budgeting, as well as describing and illustratin 
in detail how to develop, install and administer a variable budget system. A substanti 
portion of the book is devoted to case material. 


CAPITAL EXPANSION, EMPLOYMENT, AND ECONOMIC STABILITY. By Harold 
G. Moulton et al. The Brookings Institution, Washington, D. C., 1940. 413 pages. $3.50. 
A comprehensive analysis of the phenomenon of idle money, idle factories, and idle men, 
with particular reference to the influence of government policies. 


232 i The Management Review ~ C 





